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PASS USDA/BULLION, PPD, PL 480 PROGRAMS, OGSM 

E.O. 11652: N/A 
TAGS: EAID, EAGR, RP 

SUBJECT: DBP DOWN PAYMENT REQUIREMENT FOR PL 480 TOBACCO 

TOFAS 126. 1. IN RECENT DISCUSSIONS WITH THE TRADE, ACTING 
AGATTACHE HAS LEARNED THAT FORTUNE TOBACCO, LARGEST LOCAL 
TOBACCO MANUFACTURER, PREFERS PURCHASING U.S. TOBACCO UNDER 
THE CCC PROGRAM RATHER THEN UNDER THE PL 480 PROGRAM. ONE 
OF THE MAIN REASONS IS THAT DBP REQUIRES A 10 PERCENT DOWN 
PAYMENT WHICH IS NOT REQUIRED UNDER CCC FINANCED PURCHASES. 

2. IN ADDITION TO THE 10 PERCENT DOWN PAYMENT, DBP IS REQUIRING 
IMPORTERS PAY AN ADDITIONAL 6 PERCENT DOWN ACCORDING TO THE 
FOLLOWING BREAKDOWN: 

(1) DOWN PAYMENT BASED ON FAS OR FOB VALUE 10.00 PERCENT 

(2) COST OF MONEY TO THE GOVERNMENT TO BE PLACED 

BY DBP IN A SAVINGS ACCOUNT OF THE NATIONAL 
GOVERNMENT, BASED ON 90 PERCENT OF THE 
FAS/FOB VALUE 1 .50 PERCENT 

(3) DBP GUARANTEE FEE (BASED ON 90 PERCENT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MANILA 12807 170215Z 

OF IMPORT VALUE) ,3 3.00 PERCENT 

(4) FOREIGN BANK CHARGES ON L/C 1 .50 PERCENT 

TOTAL 16.00 PERCENT 

3. THE 10 PERCENT DOWN PAYMENT IS UNDERSTANDABLE BUT AN ADDI- 
TIONAL 6 PERCENT ON A SIX-MONTH LOAN SEEMS UNREASONABLE SINCE 
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THE INTEREST RATE IN THE AGREEMENT IS 3 PERCENT/ANNUM. AS IN 
THE CCC PROGRAM, DBP IS USING U.S. GOVERNMENT FINANCING 
AS AN INCOME SOURCE WHICH IS DISCOURAGING LOCAL IMPORTERS 
FROM PURCHASING PL 480 TOBACCO. ONE LARGE IMPORTER PLANS TO 
DELAY SHIPMENT UNDER PL 480 HOPING THAT A NEW FY 1978 CCC 
LINE OF CREDIT WILL BE ANNOUNCED. 
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